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Abstract 
People living in poverty often behave in ways that reinforce their poverty. Evidence 

from psychology and behavioral economics suggests that psychological distress, 

caused by poverty and adversities, induces such behaviors. Particularly, stressed or 

depressed individuals may lack the capacity to expect a better future. Given this, they 

could be adjusting their economic behavior fulfilling, eventually, their own prophecies 

of stagnant or downward mobility. In order to test this hypothesis, we use novel 

psychological and socioeconomic information of 286 subjects in Colombia provided 

by (i) a psychometric scale, (ii) an instrument to elicit expectations of social mobility, 

and (iii) a longitudinal survey to estimate probabilistic models. Our results suggest 

that individuals with pessimistic prospects of upward mobility were 15 percentage 

points less likely to improve their socioeconomic situation between 2010 and 2013 

than optimistic individuals. Part of the effect was driven by psychological distress. 
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1. Introduction 

 

People living in poverty often behave in ways that reinforce their poverty. For instance, the 

poor tend to save too little and borrow too much (Bertrand, Mullainathan & Shafir, 2004), 

                                                        


 Draft. May, 2016. 
*MSc(c) in economics. Research assistant, Escuela de Gobierno Alberto Lleras Camargo, Universidad de los 

Andes. Contact: ja.cuartas10@uniandes.edu.co. I would like to thank William Jimenez-Leal, Juan Camilo 

Cárdenas, Sandra García, Arturo Harker, Diego Amador, Rachid Laajaj, Paula Jaramillo, Ramón Rosales, 

Juan David Oviedo, Sergio Barbosa, participants at Jorge Tadeo Lozano’s Seminario de Economía, and 

Seminario de Tesis students at Universidad de los Andes for their feedback. Special thanks to Catalina Rey-

Guerra, Luisa Fernanda Cardona, Santiago Gómez, Juan Camilo Cristancho, and Olga Dulce for their support 

and feedback. This thesis is dedicated to my family, especially to my parents, grandmother and grandfather, 

who have shown me that happiness, optimism, and higher aspirations are possible even in hard times.  
**PhD in economics. Assistant professor, Department of Economics, Universidad de los Andes. Contact: 

a.moya@uniandes.edu.co. 



 2 

often spend a lot of their income on alcohol and cigarettes but not too much in education 

for their children (Banerjee & Duflo, 2012), and are less attentive parents (Cuartas, Harker 

& Moya, 2016; Reeves & Howard, 2013). One explanation for such behaviors states that 

the poor have a culture of poverty that further worsens their situation (Lewis, 1969), and 

that leave them in need of guidance. Another explanation states that the environment of 

poverty, for example, the absence of schools and hospitals, bad institutions, and less 

political representation, induce certain behaviors that might perpetuate poverty (Sachs, 

2005).  

 

Nonetheless, evidence from psychology and behavioral economics offers a new 

explanation: attention, motivation, patience, self-control, and other psychological assets1, 

are scarce, and coping with stress, regulating negative affect, resisting temptations, or 

having the mind busy in a given task can deplete them. (Baumeister, Vohs, & Tice, 2007; 

Inzlicht & Schmeichel, 2012; Mani, et al., 2013; Shah, Mullainathan & Shafir, 2012; Vohs 

et al., 2008). This approach suggests poverty imposes a psychological burden on 

individuals that makes it especially difficult for them to think deliberatively, which 

constitute an additional source for the persistence of poverty.  

 

New literature from anthropology, economics, and psychology also has stressed the 

importance of aspirations and expectations in poverty related topics. Note that, although the 

concepts of aspirations and expectations refer to events in the future, aspirations are 

objectives or goals for the future, while expectations are subjective probabilities of future 

outcomes, or beliefs about how the future will be like. Even though this literature is still in 

its youth, there is some evidence regarding the way aspirations determine economic 

behavior (Beaman et al., 2012; Bernard et al., 2014; Macours & Vakis, 2014), and how 

aspirations are not fixed but malleable (Garcia, Harker, & Cuartas 2016).  

 

                                                        
1 To simplify our analysis, and as metaphor, we will refer to cognition (executive control, fluent intelligence, 

and memory), the capacity to exert cognitive processes, and mental health in general as psychological assets. 

Other authors refer to them as bandwidth (Mullainathan & Shafir, 2013) or mental resources (Baumeister et 

al., 2007). 
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In the same fashion, it has been found that expectations are malleable, and economic shocks 

have the potential to modify them. For instance, Moya and Carter (2014) found that being 

exposed to violence in rural Colombia causes overly pessimistic beliefs about the future, 

and that part of this effect was driven by psychological distress and trauma. Nevertheless, it 

is still unclear whether such pessimistic expectations might obstruct the pathways out of 

poverty, or if individuals fulfill their own beliefs about the future through their own 

behavior (i.e., self-fulfilling prophecies).  

 

We contribute to the literature providing evidence for the first time (to the best of our 

knowledge) on the relationship between pessimistic expectations and social mobility for 

poor individuals in a developing country. Continuing Moya and Carter (2014) research, we 

use psychological and socioeconomic information for 286 out of 601 individuals who 

belong to their sample, and who stated in 2010 their beliefs about their socioeconomic 

situation three years ahead. We select our sample taking into account those individuals for 

whom we have information in a longitudinal survey, which collected socioeconomic data in 

2010 and 2013. These sources of information allow us to identify subjects’ expectations 

about their socioeconomic well-being three years ahead, and to actually observe their 

economic transitions within those years.  

 

We estimate probabilistic models to test whether subjects’ beliefs about the future actually 

fulfill three years ahead. Our results suggest pessimistic individuals were 15 percentage 

points less likely to improve their socioeconomic situation between 2010 and 2013. 

Besides, part of the effect was driven by psychological distress, particularly by depression. 

We hypothesize that changes in behavior explain the relationship between expectations and 

changes in subjects’ income and wealth, although the data does not allow us to test it.  

 

Even though the data does not allow us to infer a causal effect, given that we cannot 

entirely discard double causality or omitted variable bias, our findings open an interesting 

and promising research agenda. The challenge for future research is to develop strategies to 

establish if there is a causal effect of expectations on social mobility, identifying 

mechanisms that explain such relation (i.e., particular behavioral changes individuals 
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experience when they expect a gloomy future). From this research follows as well policy 

discussions in topics related to poverty-alleviation programs, which aim at including 

strategies to alleviate psychological distress for people living in poverty or victims of 

violence. 

 

The remainder of the paper proceeds as follows. Section 2 reviews the literature related to 

the way psychological distress impact expectations, which in turn modify economic 

behavior and social mobility possibilities. Section 3 describes the data. Section 4 presents 

our econometric methodology, and summarizes and discusses the main results. The final 

section concludes and discusses policy implications and future research. 

 

2. Theoretical framework 

 

Recent literature from anthropology, economics, and psychology has put a lot of attention 

in the role of aspirations and expectations in poverty related topics. This literature had 

focus, mainly, on the formation of aspirations and expectations, and how positive or 

negative shocks can alter the way people look at the future through psychological 

mechanisms (e.g., higher levels of distress). Despite the fact literature offers some insights 

related to the formation of aspirations and expectations, it is not clear whether those 

objectives, desires, and beliefs about the future have an implication in people’s economic 

well-being. 

 

We focus on expectations, which are subjective beliefs about the future. Particularly, we 

analyze if individuals’ beliefs in 2010 about their socioeconomic well-being three years 

ahead eventually fulfill within those years. In this section, we develop a theoretical 

framework to understand the relationship between psychological distress, expectations, and 

social mobility. We begin by reviewing the reasons that explain how pessimistic 

expectations may act as an additional burden on individuals’ efforts to improve their 

socioeconomic situation. Then, we review some literature related to the formation of beliefs 
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about socioeconomic mobility, particularly, discussing rational and not all the way rational 

causes of expectations. 

 

2.1. Expectations and socioeconomic mobility 

 

Traditionally, it has been assumed that social mobility depends mainly on material factors 

and shocks. Particularly, economics literature and social policy has often blamed 

exclusively material factors for the existence of poverty traps, or at least for the difficulty 

poor individuals’ face when trying to escape poverty. For instance, consider an individual 

who do not have access to enough food: he will lack the strength and energy to exert his 

daily activities. This situation could easily lead him to lose his job, which would reinforce 

even more his situation of poverty and lack of food. The above is a clear case where 

material factors could fuel a poverty trap.   

 

Although material factors can be determinant, new literature points at the role of 

psychological assets in social mobility. This new approach suggests that social mobility, 

and the likelihood an individual living in poverty could escape poverty, depends not just on 

material factors, but also on subjects’ mental health, emotional skills, and other 

psychological assets. Some evidence suggest that people living in poverty suffer more 

psychological distress (Haushofer & Fehr, 2014), and that feeling stress or being depressed 

impact decision making and could put tremendous pressure on individuals efforts to escape 

poverty (Haushofer et al., 2015).  

 

Moreover, recent evidence has stressed the importance of aspirations in forward-looking 

behavior and the likelihood individuals improve their socioeconomic situation. For 

instance, a recent research show that a group of poor Ethiopians augmented their 

aspirations about the future once they watched a documentary about success stories from 

peers, which lead to changes in savings and credit behavior, as well as changes on 

children’s school enrolment and investments in children’s schooling (Bernard et al., 2014). 

It also has been found that child sponsorship has large impacts on schooling outcomes, 

same as on the probability and quality of employment and community leadership: one of 
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the main mechanisms that explain these impacts is higher aspirations (Glewwe, Ross & 

Wydick, 2014). 

 

Even though the literature has explored the effect of psychological distress and aspirations 

on economic behavior, the effect of expectations on behavior and social mobility has not 

been explored widely 2  (to the best of our knowledge). Given this, we focus on this 

psychological asset, which has been considered a capability, in Sen’s sense of the term: 

beliefs about the future (Duflo, 2012). Some academics have stressed the importance of 

expectations on development economics. For example, anthropologist Arjun Appadurai 

argues that the poor may lack the capacity to aspire and expect a better future, making it 

more difficult for them to “contest and alter the conditions of their poverty” (Appadurai, 

2004, p. 59). Likewise, Esther Duflo asserts: “the lack of any prospect of real 

transformation in life may (…) hamper the willingness or ability of individuals to try to 

make the very best of the (lousy) cards they were dealt” (Duflo, 2012, p. 37).  

 

There are several reasons to believe expectations could be determinant for behavior and, 

eventually, for social mobility. First, expectations limit people’s choice set that motivate 

their actions. This can be explained by the fact that decision making is difficult and depletes 

limited psychological assets (Baumeister et al., 2007; Inzlicht & Schmeichel, 2012; Spears, 

2011). To ease the cognitive load caused by decision making, people use mental models, 

which include categories, concepts, stereotypes and causal narratives (Jones et al., 2011). 

Mental models provide people with default assumptions and fill information when there is 

uncertainty to simplify decision making (Kahneman, 2013). For example, consider an 

individual living in poverty. It is likely he could exclude from his choice set some 

objectives (i.e., aspirations) and actions that could lead him to improve his socioeconomic 

situation, given that he believes he will never escape poverty. 

 

Second, economic behavior is the result of what individuals believe is possible to achieve 

and what they hope to achieve (Ajzen, 1991; Duflo, 2012). This means that people aspire 

                                                        
2 One of the few examples we found reviewing the literature was the sociological work of MacLeod (2008), 

even though it focus mainly on aspirations, not on expectations. 
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and act according to their own beliefs about what they can achieve with some effort, 

consequently, people might not aspire and might not act if they perceive an outcome is 

unattainable. This is explained in psychology by the concepts of locus of control and 

learned helplessness.  

 

Locus of control refers to extent to which individuals believe they can control events 

affecting them. Individuals with a strong internal locus of control believe outcomes in their 

life depend mainly on their own actions. Instead, individuals with a strong external locus of 

control tend to blame external factors, such as powerful others, fate, luck or some god for 

the outcomes in their own life (Rotter, 1966). Individuals with a strong external locus of 

control might believe their actions are futile, therefore they would not have incentives to 

exert too much effort to reach a desired outcome.  

 

Additionally, learned helplessness is the situation in which an individual is unable or 

unwilling to avoid encounters with a negative stimulus once he receives it for a prolonged 

period of time (Seligman, 1972). Taking into account the concepts of locus of control and 

learned helplessness, consider a poor individual, who has lived his entire life in poverty and 

believes no matter what he does he will still be poor. It is likely he would not exert too 

much effort to contest the conditions of his poverty, since he most likely has become used 

to his condition and believes he has no control over it. 

 

Third, a person with pessimistic prospects of the future would prefer to hold back, to avoid 

a bigger pain for having tried and failed. Psychology had explained this kind of behaviors 

through the concept of cognitive dissonance. Cognitive dissonance is a feeling of tension 

that comes from holding conflicting thoughts in mind at the same time (Festinger, 1957). 

To avoid this discomfort, people prefer to change their beliefs, aspirations, or behavior in a 

way that reduces the dissonance3. For instance, a poor individual who had tried to escape 

poverty and failed would prefer to change his aspirations and behavior according to his 

pessimistic beliefs. Note that this idea hold the notion that the belief that there is a poverty 

                                                        
3 To understand the concept of cognitive dissonance, consider Aesop’s Fox and the Grape fable. The story 

concerns a fox that want to eat grapes from a tree, but he cannot reach them. Rather than admit his defeat, the 

fox changes his beliefs, rationalizing they are not desirable. 
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trap or that the future is bleak has the potential to create a poverty trap or reinforce its 

strength (Banerjee & Duflo, 2012). 

 

We can summarize the reasons explained above using Ajzen’s Theory of Planned Behavior 

– TPB (Ajzen, 1985; Ajzen, 1991). According to the TPB, behavior is determined by 

intentions, which are shaped by personal factors (e.g., positive or negative evaluation of 

performing the behavior, attitude toward the behavior) and social factors (e.g., person’s 

perception of the social pressure put on him to perform the behavior). A person performs a 

given behavior if he evaluates it as positive and if he believes that important others think he 

should perform it. Nonetheless, if the person fails to predict attainment of the behavioral 

goal, it is likely that external factors prevented the person from carrying out his intention 

(Ajzen, 1985).  

 

According to the TPB, if an individual evaluates the outcome resulting from his behavior as 

negative, he will not perform the behavior. For instance, an individual who believes he will 

still be poor no matter what he does (pessimistic expectations), would prefer not to act to 

confront his own poverty. Note that this is similar to the concept of locus of control (Rotter, 

1966) which refers to the extent to which individuals believe in their capacity to execute 

behaviors that lead to a specific outcome.  In the same fashion, a subject who believes he 

most likely will not attain his desired goal will prefer not to even try to avoid a bigger 

discomfort (note that this is similar to the concept of cognitive dissonance).  

 

To make matters worse, following the TPB, poor individuals may believe important others 

expect them to remain poor, so their intentions to perform behaviors to contest their own 

situation of poverty will decrease even more. This relates closely to some findings of 

cognitive sociology, which suggests that people internalized stigma and stereotypes. Given 

this, once a stereotype activates (e.g., a poor individual believing society expects him/her to 

remain poor, or expects him/her to be lazy), it can subtly influence subsequent perception, 

judgment and behavior, as well as undermine performance, expectations, and aspirations in 

stereotype-targeted domains (Guyon & Huillery, 2015; Spencer, Logel & Davies, 2016). 

For instance, in an experiment in India involving high-caste and low-caste children, 
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increasing the salience of caste produces a considerable decline in low-caste children’s 

performance solving mazes (Hoff & Pandey, 2006).  

 

So far we have reviewed some reasons and psychological theories that can explain how 

expectations could impact behavior and social mobility. Now we analyze, briefly, the 

formation of expectations, considering the triggers of pessimistic beliefs about the future. 

2.2. Rational and not entirely rational beliefs  

 

People develop their expectations through rational and not entirely rational mechanisms. 

For instance, people consider available information to rationally analyze what is possible to 

achieve. Following Ray’s (2006) and Gernicot and Ray’s (2014) concept of aspirations 

window, subjects assess what is possible to achieve (i.e., their expectations) according to 

their expectations window: their own circumstances, their experiences, and the experiences 

of others similar to them4.  

 

Note that the concept of expectations window implies that individuals use available 

information to define their expectations. For example, people living in poverty could 

develop pessimistic beliefs about the future if they observe limited patterns of mobility, few 

role models, and rare success stories from peers. Moreover, even if a poor individual 

recognizes there are some opportunities of upward mobility, he might rationalize it require 

an amount of resources and a prolonged effort (e.g., cutting expenses) that probably she 

does not have. In this case, through a rational analysis, the individual reduces his 

expectations. 

 

On the other hand, pessimistic expectations also could be triggered by psychological 

distress and negative affect states. Research from psychology have shown negative affect 

states, particularly depression, may induce a pessimistic explanatory style, that consists in 

interpreting adverse situations as permanent or unchangeable -“this is what always 

happens”- and universal, generalizing one problem to all areas of life – “my whole life is 

                                                        
4
 Thompson, et al. (2015) provide recent evidence supporting Ray’s aspirations window hypothesis  
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ruined” (Forgeard & Seligman, 2012). Note that a pessimistic explanatory style triggers, by 

definition, pessimistic beliefs about the future.  

 

The effect of psychological distress on expectations has been studied recently in developing 

countries. One of such studies, by Moya and Carter (2014), collected data about 

victimization in the middle of Colombia’s civil conflict, expectations, and psychological 

distress for internally displaced and non-displaced individuals (the latter composed our 

analytical sample). Moya and Carter identify that victims who suffer more severe episodes 

of violence feel hopeless and have pessimistic expectations about the future, due to higher 

levels of psychological distress.  

 

2.3. Summary: social mobility, expectations, and psychological distress 

 

In the theoretical framework we have discuss that social mobility depends not just on 

material factors, but also on subjects’ psychological assets, particularly on their beliefs 

about the future. Pessimistic expectations limit people’s choice set, and induce individuals 

to inaction if they perceive an outcome as unattainable or if they fear a bigger 

psychological pain for having tried and failed. Furthermore, pessimistic prospects of the 

future could develop through a rational analysis using available information or through 

automatic processes triggered by psychological distress. We aim to provide evidence on the 

relationship between pessimistic prospects, triggered by psychological distress, and social 

mobility for poor individuals in rural Colombia.  

 

3. Data 

 

We use two sources of information to test whether expectations correlate with observed 

mobility in three departments of Colombia. These datasets are (i) a novel micro-data 

collected by Moya (2015) and Moya and Carter (2014) from conflict-torn regions of 

Colombia, and (ii) two waves (2010 and 2013) of the Colombian Longitudinal Survey of 

Universidad de los Andes (ELCA, for its acronym in Spanish). Our sample is composed, 



 11 

mainly, by individuals living in poverty: 28% lived in extreme poverty in 2010, 56% lived 

in poverty, and 93% had monthly earnings inferior to the Colombian minimum wage (See 

Appendices, Table A1). 

 

The first dataset contains information about 286 individuals in 8 rural municipalities of the 

departments of Tolima, Córdoba and Sucre in Colombia 5 . Moya (2015) collected this 

information in 2010, using a random stratified sample of the households that had been 

surveyed by ELCA in the previous six months. The selected individuals were invited to 

participate in group sessions that took place in the church of the nearest municipal head, 

where they complied a psychometric scale and an instrument that measures social mobility 

expectations, and reported changes and shocks they have suffered in the previous months.  

 

3.1. Expectations 

 

Beliefs of socioeconomic mobility were collected by Moya and Carter (2014). Moya and 

Carter built an instrument to elicit perceptions of the probability distribution of future well-

being (expectations of social mobility), in rural environments in the following domains: 

housing, access to lands, labor income, school attendance of children, and consumption. 

The instrument was also used to identify subjects’ perceptions of their current 

socioeconomic situation in different economic classes: the extreme poor at the bottom two 

steps, poor-middle-class households in the following two steps and a richer class in the fifth 

step (Figure A1). 

 

To implement the instrument, subjects received an explanation about the different 

characteristics about housing, lands, income, schooling and consumption at each step of the 

ladder, as well as examples of upward, stagnant and downward mobility. After that, 

individuals were instructed to place a stone at the step of the ladder that resembled their 

current levels of well-being, and to distribute 12 stones along the instrument according to 

their expectations of being at each step three years ahead. Moya and Carter (2014) provide 

detail information regarding the instrument. 

                                                        
5 Municipalities are the smallest administrative units in the Country. 
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Note that the information gathered with this instrument allow us (i) to identify the step that 

resembles each individual’s well-being in 2010, (ii) to elicit individual probabilities of 

being at each step in 2013, and (iii) to identify subjects’ expectations gap, that is the 

difference between expected ladder step and current location. Using this data, we measure 

prospects of upward mobility as the sum of probabilities individual i assigns at being at 

each higher ladder step in 2013 with respect to the step they were in 2010 (Equation 1). 

Analogously, we compute prospects of downward mobility as the sum of probabilities 

individual i assigns at being at each lower ladder step in 2013. 

 

𝑒𝑥𝑝𝑒𝑐𝑡𝑎𝑡𝑖𝑜𝑛𝑠𝑖 = ∑ 𝑃𝑖(𝑠)

𝑠=5

𝑠=𝑠2010

 (1) 

 

3.2. Socioeconomic mobility  

 

To measure socioeconomic mobility we use the ELCA. This survey allowed us to 

characterize the individuals and their households. Survey’s sample is composed by 10.000 

homes (6.000 urban and 4.000 rural) and represents 4 national socioeconomic strata, 5 

geographical regions and 4 sub-regions. As ELCA is a longitudinal survey, we are able to 

observe different socioeconomic characteristics of the subjects and their households in 

2010 and 2013. Particularly, it provides information about subjects’ income, education, age, 

gender, participation in social programs and organizations, and shocks received between 

2010 and 2013, among others. Table 1 summarizes our sample’s descriptive statistics and 

mean difference test for individuals below and above prospects of upward mobility mean. 

 

Note that the sample is balanced in the majority of characteristic between the pessimistic 

and optimistic subjects. There are some differences in age (pessimistic individuals are 3 

years older), in the percentage of beneficiaries of Familias en Acción program6, and the 

                                                        
6 Familias en Acción is the biggest welfare program in Colombia, aimed at reducing extreme poverty and 

fostering the accumulation of human capital. 
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number of shocks received between 2010 and 2013. Nevertheless, both groups had similar 

income, education level and participation in organizations in 2010. 

 

On the other hand, we use two different measures for wealth: income and a wealth index. 

The structure of panel data allows us to identify the sample’s income quintile each 

individual locates in 2010 and his location in 2013. In the same fashion, we construct a 

wealth index for 2010 and 2013, which takes into account access to public services, and 

household characteristics (e.g., material of the walls and floors). We use this wealth index 

to divide our sample in richness quintiles and to identify individuals’ quintile location in 

2010 and 2013.  

 

Table 1: Socioeconomic characteristics and expectations in 2010* 
Variable Mean Pessimistica Optimisticb Difference 

     

A. Income      

     Income ($ COP) 247,213 

(14,139) 

253,900 

(16,606) 

232,592 

(20,269) 

21,307 

(26,106) 

     

B. Socioeconomic characteristics     

Without education (%) 0.176 

(0.022) 

0.193 

(0.034) 

0.162 

(0.031) 

0.031 

(0.046 

Basic education (%) 0.627 

(0.028) 

0.600 

(0.042) 

0.647 

(0.041) 

-0.047 

(0.059) 

Superior education (%) 0.186 

(0.022) 

0.185 

(0.033) 

0.191 

(0.033) 

-0.006 

(0.047) 

Male (%) 0.441 

(0.028) 

0.486 

(0.041) 

0.414 

(0.041) 

0.072 

(0.059) 

Age 46.964 

(0.711) 

48.315 

(1.085) 

45.078 

(0.985) 

3.236** 

(1.469) 

Married (%) 0.689 

(0.026) 

0.719 

(0.037) 

0.686 

(0.039) 

0.033 

(0.054) 

Household size 4.902 

(0.128) 

4.911 

(0.186) 

4.950 

(0.195) 

-0.039 

(0.269) 

Saves money (%) 0.076 

(0.016) 

0.051 

(0.019) 

0.095 

(0.025) 

-0.043 

(0.031) 

     

D. Programs and social capital     

    Receives Familias en Acciónc (%) 0.595 

(0.028) 

0.555 

(0.04) 

0.650 

(0.040) 

-0.095* 

(0.057) 

Participates in any organization (%) 

 

0.222 

(0.024) 

0.205 

(0.034) 

0.250 

(0.036) 

-0.045 

(0.049) 

 

E. Shocks 

    

Number of shocks received    between 

2010 and 2013 

1.503 

(0.085) 

1.363 

(0.113) 

1.714 

(0.138) 

-0.351** 

(0.178) 

     

Observations 286 146 140 286 
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Note: standard error in parenthesis. *** p<0.01, ** p<0.05, * p<0.1 for mean differences test. aPessimistic 

individuals below prospects of upward mobility mean. bOptimistic: individuals above prospects of upward 

mobility mean. c Familias en Acción is the biggest social program in Colombia. 1 USD = 2,951 COP. 

 

 

Using these wealth measures, we build two variables to characterize socioeconomic 

mobility between 2010 and 2013. The first is a binary variable that equals one if individual 

i locates on a higher income/wealth quintile in 2013 with respect to his 2010 location 

(Equation 2). Analogously, we define a binary variable that equals one if individual i 

locates on a lower income/wealth quintile in 2013. 

 

𝑢𝑝𝑤𝑎𝑟𝑑𝑖 = 1 ↔ 𝑞2013 > 𝑞2010 (2) 

 

Our second measure of mobility is a discrete variable that resembles the number of 

quintiles an individual ascends or descends between 2010 and 2013 (Equation 3). For 

instance, 𝑠𝑡𝑒𝑝𝑠𝑖 equals 2 if individual i locates in quintile 1 in 2010 and ascends to quintile 

3 in 2013. 

  

𝑠𝑡𝑒𝑝𝑠𝑖 = 𝑞2013 − 𝑞2010 (3) 

 

Table 2 presents two expected transition matrixes for individuals who actually ascended in 

wealth quintiles between 2010 and 20137 (𝑢𝑝𝑤𝑎𝑟𝑑𝑖 = 1) and for those who experienced 

stagnant or downward mobility (𝑢𝑝𝑤𝑎𝑟𝑑𝑖 = 0) . Note that 94.2% of individuals who 

actually ascended in wealth quintiles believed they would improve their socioeconomic 

status, while just 73.8% of those who stayed in the same quintile or descend in wealth 

quintiles had optimistic prospects of upward mobility. We omit information for individuals 

in step 5, given that they cannot move to a higher quintile. 

 

3.3. Psychological distress  

 

                                                        
7 Annex 1 summarizes the methodology to estimate these transition matrixes. See Moya & Carter (2014) for 

detail information and for a rigorous approach to estimate expected transition matrixes. 
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We use information collected by Moya (2016) to characterize sample subjects’ 

psychological makeup. Moya applied the SCL-90-R, a 90 items psychometric scale8, to 

identify symptoms of stress. This instrument is a self-report questionnaire, in which 

subjects are asked to rate their experiences over the past months on a 5-point scale. It 

provides measures of global distress, (i.e., Global Severity Index - GSI9), and assesses 9 

primary symptom dimensions, including somatization, obsessive-compulsive behavior, 

depression, anxiety, phobic anxiety, hostility, interpersonal sensitivity, paranoid ideation, 

and psychoticism10. 

 

Table 2: Expected mobility and observed mobility* 

A. Upward=1 
 Expected step in 2013  

 1 2 3 4 5  % upward 

Step in 2010 

1 5.8% 31.6% 34.2% 19.6% 8.8%  94.2% 

2 5.2% 25.5% 37.4% 22.7% 9.2%  69.3% 

3 1.9% 11.5% 33.8% 34.0% 18.8%  52.8% 

4 1.4% 2.8% 13.9% 42.1% 39.8%  39.8% 

5 - - - - -  - 

B. Upward=0 
 Expected step in 2013  

 1 2 3 4 5  % upward 

Step in 2010 

1 26.2% 29.8% 22.6% 14.3% 7.1%  73.8% 

2 3.9% 23.3% 33.3% 27.3% 12.2%  72.8% 

3 1.0% 6.1% 29.8% 33.6% 29.5%  63.1% 

4 3.0% 5.3% 18.9% 40.2% 32.6%  32.6% 

5 - - - - -  - 

                                                        
8  The SCL-90-R validation to Colombia was carried out in 2010 by Impact-Psy. More information at 

http://www.impact-psy.com.  
9 GSI’s internal consistency reliability test (Cronbach’s Alpha) is presented in Table A2 (Appendices). 
10 T-scores for each psychopathology are calculated as follows: first, scores for each dimension are added and 

divided by the total number of relevant questions answered (GSI correspond to all 90 questions). The 

resulting net score is then converted into a T-score with mean 50 and standard deviation 10. Table A3 

provides descriptive statistics for the sample. The last column presents the percentage of the sample 

considered at risk of suffering a severe (clinical) disorder, with scores above 63. 
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Note: Markov transition matrices: probability individuals in each ladder step in 2010 assign to be in each step 

in 2013. The last column displays the aggregate probability individuals assign to be in a higher step in 2013. 

Appendix 1 summarizes the methodology to estimate the transition matrix. 

*Panel A: expected transition matrix for individuals that had observed upward mobility from 2010 to 2013. 

Panel B: expected transition matrix for individuals that do not had observed upward mobility from 2010 to 

2013 (stagnant or downward mobility) 
 

 

Table 3 provides descriptive statistics and mean difference tests for less and more 

depressed individuals (subjects scoring below and above SCL-90’s depression index mean). 

Note that less depressed individuals believed their socioeconomic situation was better than 

those who have a higher punctuation in depression index in 2010, and were more likely to 

believe they would improve their socioeconomic situation between 2010 and 2013. 

 

Table 3: Expectations and depression* 

Variable Mean 
Less 

depressed 

More 

depressed 
Difference 

     

A. Current perceptions     

Step today (subjective) 2.450 

(0.047) 

2.521 

(0.066) 

2.352 

(0.068) 

0.169* 

(0.097) 

     

B. Expectations      

 Prospects of upward mobilitya  0.549 

(0.022) 

0.584 

(0.030) 

0.501 

(0.035) 

0.082* 

(0.046) 

 Prospects of downward mobilityb 0.273 

(0.020) 

0.255 

(0.026) 

0.298 

(0.032) 

-0.043 

(0.041) 

     

Observations 286 165 121 286 
Note: standard error in parenthesis. *** p<0.01, ** p<0.05, * p<0.1 for mean differences test. More 

depressed: individuals scoring above 55.8 in SCL-90’s depression index (above mean). Less depressed: 

below SCL-90’s depression index (below mean). a) Prospects of upward mobility refer to the probability 

individuals assign to be on a higher ladder step in 2013 with respect to their step in 2010. 

 

Lastly, we tabulate the percentage of people who moved from each ladder step from 2010 

to each ladder step in 2013. In Table 4, we present a transition matrix for more depressed 

and less depressed individuals. The last column displays the percentage of individuals who 

improved their socioeconomic situation.  Given this, a higher probability resembles more 

people transitioning from one ladder step in 2010 to a higher one in 2013. Note that the 

proportion of subjects, in wealth quintiles 1 and 2, who ascended between 2010 and 2013, 

was superior for those scoring below depression index mean than for those more depressed. 
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Table 4: Social mobility and depression* 

C. More 

depressed 

 Step in 2013  

 1 2 3 4 5  % upward 

Step in 2010 

1 51.9% 33.3% 14.8% 0.0% 0.0%  48.1% 

2 25.9% 40.8% 18.5% 11.1% 3.7%  33.3% 

3 14.8% 14.8% 25.9% 25.9% 18.5%  44.5% 

4 0.0% 13.0% 4.4% 60.9% 21.7%  21.7% 

5 37.5% 16.7% 8.3% 25.0% 12.5%  - 

D. Less 

depressed 

 Step in 2013  

 1 2 3 4 5  % upward 

Step in 2010 

1 45.2% 28.6% 14.3% 11.9% 0.0%  54.8% 

2 26.9% 36.5% 15.4% 11.5% 9.7%  36.6% 

3 5.7% 22.8% 40.0% 28.6% 2.9%  31.5% 

4 12.0% 12.0% 36.0% 16.0% 24.0%  24.0% 

5 12.5% 8.3% 20.8% 12.5% 45.9%  - 

Note: Markov transition matrices: percentage of individuals who transition from each ladder step in 2010 to 

each step in 2013 using the wealth index. The last column displays the percentage of individuals that transit to 

a higher step from 2010 to 2013.  

*Panel A: transition matrix for more depressed individuals, i.e., individuals scoring above 55.8 in SCL-90’s 

depression index (above mean). Panel B: transition matrix for less depressed individuals, i.e., scoring below 

55.8 in SCL-90’s depression index (below mean). 

 

 

4. Results 
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4.1. Expectations and mobility 

 

We estimate probit models as a first approach to test whether an individual with optimistic 

expectations was more likely to improve his socioeconomic situation from 2010 to 2013. 

Our models follow the specification presented in Equation 4, where 𝑢𝑝𝑤𝑎𝑟𝑑𝑖 is a binary 

variable that equals one if subject i ascended in income/wealth quintiles between 2010 and 

2013, and  𝑒𝑥𝑝𝑒𝑐𝑡𝑎𝑡𝑖𝑜𝑛𝑠𝑖 is the aggregate probability individual i assigns to be in a higher 

ladder step between 2010 and 2013. A positive and statistically significant 𝛼1 coefficient 

would suggest subjects’ beliefs about socioeconomic mobility in 2010 correlate with their 

likelihood of observed upward mobility three years ahead. 

 

𝑢𝑝𝑤𝑎𝑟𝑑𝑖 = 𝛼0 + 𝛼1𝑒𝑥𝑝𝑒𝑐𝑡𝑎𝑡𝑖𝑜𝑛𝑠𝑖 + 𝑋𝑖𝜔 + 𝑀𝑖𝜃 + 𝑄𝑖𝜑 + 𝜇𝑖 (4) 

 

In this model, we include a vector of individual control variables (𝑋𝑖 ), that contains 

individuals’ education level, age, gender, household size, number of shocks received from 

2010 to 2013, a dummy variable that indicates if beneficiary of Familias en Acción, and 

other individual variables. We also include a vector of municipal control variables (𝑀𝑖), 

that contains the homicides rate per 100.000 inhabitants in the municipality among others, 

and a stochastic component (𝜇𝑖). Note also that our models consider a vector of binary 

variables for individual i's location in 2010(𝑄𝑖). Including fixed effects for subject’s initial 

socioeconomic situation allowed us to compare “comparable” subjects with different levels 

of expectations, that is, subjects in the same socioeconomic situation in 2010 but with 

different beliefs about socioeconomic mobility for the future. 

 

Table 5 summarizes results (it is the only table in which we report the coefficients of some 

covariates). Column 1 displays the simpler model, where observed upward mobility in 

income quintiles depends only on expectations. Column 2 shows a model that includes 

socioeconomic and demographic individual characteristics. Column 3 also considers 

municipality characteristics as control variables. Columns 4, 5, and 6 follow the same logic 

for wealth index quintiles’ upward mobility.  
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These results show that upward mobility expectations’ coefficient has the expected sign and 

is statistically significant using different specifications. What this suggests is that, even 

after considering individual and municipal characteristics, individuals with optimistic 

expectations (those who assigned a higher probability in 2010 to be in a better ladder step 

in 2013) were 15 percentage points more likely to improve their socioeconomic situation  

(measured through income and wealth) between 2010 and 2013. Figure 1 displays the effect 

of expectations on the likelihood of upward mobility (marginal effects of the probit 

estimations).  

 

Table 5. Expectations and upward mobility 
 Upward mobility (=1) 

(Income) 

Upward mobility (=1) 

(Wealth index) 

VARIABLES (1) (2) (3) (4) (5) (6) 

       

Up. Expectations 0.208*** 0.212*** 0.234*** 0.147** 0.154* 0.153* 

 (0.069) (0.074) (0.076) (0.075) (0.080) (0.080) 

Primary education  0.027 0.015  -0.237** -0.234** 

  (0.136) (0.140)  (0.106) (0.107) 

Secondary education  -0.005 -0.004  -0.193** -0.197** 

  (0.077) (0.078)  (0.084) (0.085) 

Age  -0.003 -0.003  0.000 0.000 

  (0.003) (0.003)  (0.003) (0.003) 

Male (=1)  -0.012 -0.010  -0.012 -0.008 

  (0.062) (0.061)  (0.067) (0.067) 

Household size  0.035** 0.034**  -0.004 -0.002 

  (0.015) (0.016)  (0.016) (0.016) 

Shocks received  -0.010 -0.014  -0.014 -0.011 

  (0.018) (0.019)  (0.020) (0.020) 

Familias en Accion  0.141** 0.140**  -0.049 -0.046 

  (0.069) (0.069)  (0.072) (0.073) 

Married (=1)  0.091 0.081  0.076 0.072 

  (0.093) (0.093)  (0.092) (0.092) 

Homicides x 100.000   0.013   0.010 

   (0.010)   (0.010) 

       

Location today FEa Yes Yes Yes Yes Yes Yes 

Individual variablesb No Yes Yes No Yes Yes 

Municipal variablesc No No Yes No No Yes 

Observations 286 286 286 286 286 286 

Standard errors in parentheses. *** p<0.01, ** p<0.05, * p<0.1.  

Note: marginal effects after probit model estimation by maximum likelihood. 

 a) Location today fixed effects allow us to compare individuals in the same socioeconomic situation. That is, 

to identify if more optimistic individuals in a given socioeconomic situation had more probabilities of upward 

mobility than a pessimistic individual in the same socioeconomic situation.  b) Individual characteristics: (i) 

literate, (ii) age, (iii) gender, (iv) household size, (v) Shocks, (vi) beneficiary of Familias en Acción, (vii) 

beneficiary of ICBF program, (viii) ethnic, (xiv) marital status, (x) participation in organizations (xi) 

education level.  c) Municipal characteristics: (i) Percentage of poor individuals according to the 

multidimensional poverty index, (ii) homicides rate per 100.000 inhabitants.  
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In addition, we estimate a similar model for downward mobility, considering prospects of 

downward mobility and a set of individual and municipal characteristics. Our results, 

presented on Table A4 (Appendices), suggest that individuals with pessimistic prospects of 

upward mobility were more likely to descend on income and wealth quintiles between 2010 

and 2013. 

 

 

 

 
Figure 1: wealth upward mobility probability and prospects of upward mobility 

Note: Marginal effects after probit estimation. Prospects of upward mobility refer to the probability an 

individual assigns to be in a higher step between 2010 and 2013.  

 

 

4.2. Expectations and income and wealth transitions between 2010 and 2013  

 

We estimate ordered probit models as a second approach to test whether an individual with 

optimistic expectations was more likely to improve his socioeconomic situation from 2010 

to 2013. Our models follow the specification presented in Equation 5, where 𝑠𝑡𝑒𝑝𝑠𝑖 is the 

number of income/wealth quintiles an individual ascended or descended between 2010 and 

2013,  𝑒𝑥𝑝𝑒𝑐𝑡𝑎𝑡𝑖𝑜𝑛𝑠𝑖  is the aggregate probability individual i assigns to be in a higher 

ladder step between 2010 and 2013,  𝑋 and 𝑀 are vectors of control variables, 𝑄 is a vector 

of 2010 location fixed effects, and 𝜇𝑖 is a stochastic component. 
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𝑠𝑡𝑒𝑝𝑠𝑖 = 𝛼0 + 𝛼1𝑒𝑥𝑝𝑒𝑐𝑡𝑎𝑡𝑖𝑜𝑛𝑠𝑖 + 𝑋𝑖𝛽 + 𝑀𝑖𝜃 + 𝑄𝑖𝜑 + 𝜇𝑖 (5) 

 

This model allows us to identify if expectations correlates with the number of steps an 

individual ascended or descended. Particularly, ordered probit’s estimated marginal effects 

allow us to identify if an individual with optimistic prospects of upward mobility was less 

likely to descend one or more income/wealth quintiles between 2010 and 2013. 

 

Table 6 summarizes results from estimating Equation 5. Column 1 displays the simpler 

model, where quintile transitions depend only on expectations. Column 2 shows a model 

that includes socioeconomic and demographic individual characteristics. Column 3 also 

considers municipality characteristics as control variables. Columns 4, 5, and 6 follow the 

same logic for wealth index quintiles’ transitions.  

 

Table 6. Expectations and steps transitions between 2010 and 2013 

VARIABLES 

Ladder steps 

(Income) 

Ladder steps 

(Wealth index) 

(1) (2) (3) (4) (5) (6) 

       

Up. Expectations 1.276*** 1.354*** 1.374*** 1.196*** 1.269*** 1.274*** 

 (0.164) (0.179) (0.182) (0.165) (0.176) (0.176) 

       

Location today FEa Yes Yes Yes Yes Yes Yes 

Individual variablesb No Yes Yes No Yes Yes 

Municipal variablesc No No Yes No No Yes 

       

Observations 286 286 286 286 286 286 

Standard errors in parentheses. *** p<0.01, ** p<0.05, * p<0.1.  

Note: marginal effects after probit model estimation by maximum likelihood. 

 a) Location today fixed effects allow us to compare individuals in the same socioeconomic situation. That is, 

to identify if more optimistic individuals in a given socioeconomic situation had more probabilities of upward 

mobility than a pessimistic individual in the same socioeconomic situation.  b) Individual characteristics: (i) 

literate, (ii) age, (iii) gender, (iv) household size, (v) Shocks, (vi) beneficiary of Familias en Acción, (vii) 

beneficiary of ICBF program, (viii) ethnic, (xiv) marital status, (x) participation in organizations, (xi) 

education level.  c) Municipal characteristics: (i) Percentage of poor individuals according to the 

multidimensional poverty index, (ii) homicides rate per 100.000 inhabitants.  

 

These results suggest there is a positive and statistically significant correlation between 

prospects of upward mobility in 2010 and income/wealth quintile’s transitions between 

2010 and 2013, even after including location in 2010 fixed effects, and individual and 

municipal characteristics. Figure 2 displays marginal effects. Note that a pessimistic 

individual, who assign in 2010 zero probability to be on a higher step three years ahead, 
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was 15 percentage points more likely to descend one step than an optimistic individual who 

was 100% sure he will improved his socioeconomic situation11. In our sample, 20% of 

individuals had no prospects of upward mobility in 2010. 

 

Note that our dependent variable is truncated: individuals in quintile 5 cannot ascend to a 

higher step, and individuals in quintile 1 cannot descend to a lower step. To discard that our 

results are driven by truncation bias, we estimate Tobit models. Results presented in Table 

A5 show that the sign and significance of estimators persist using this specification. 

 

Note: Marginal effects after ordered probit estimation. Prospects of upward mobility refer to the probability 

an individual assigns to be in a higher step between 2010 and 2013. 

 

Figure 2: Probability of 1 quintile downward mobility and prospects of upward mobility 
Note: Marginal effects after ordered probit estimation. Prospects of upward mobility refer to the probability 

an individual assigns to be in a higher step between 2010 and 2013. 

 

4.3. Psychological distress, expectations, and mobility 

 

According to our theoretical framework, expectations could be driven in part by 

psychological distress, which, eventually, could constitute an additional burden for 

subjects’ socioeconomic mobility. This hypothesis is aligned with some findings from the 

literature (e.g., Moya & Carter, 2014). However, it is not clear yet whether those 

                                                        
11

 Figure A2, in Appendices, shows marginal effects for one step upward mobility. 
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pessimistic expectations, triggered by psychological distress, could act as an additional 

constrain for individuals, which hinder upward mobility. 

 

To test whether part of the correlation between expectations and socioeconomic transitions 

between 2010 and 2013 is mediated by depression and psychological distress, we estimate 

two stages models. The first stage is presented in Equation 6, where  𝑒𝑥𝑝𝑒𝑐𝑡𝑎𝑡𝑖𝑜𝑛𝑠𝑖 is the 

aggregate probability individual i assigns to be in a higher ladder step between 2010 and 

2013, 𝑄𝑖,2010  is individual i's quintile location in 2010 12 , and 𝑝𝑠𝑦𝑖  is a vector of 

psychological characteristics, which include levels of depression, anxiety, and hostility. 

Lastly, 𝜀𝑖 includes individual i unobservable characteristics.  

 

𝑒𝑥𝑝𝑒𝑐𝑡𝑎𝑡𝑖𝑜𝑛𝑠𝑖 = 𝛽0 + 𝛽1𝑄𝑖,2010 + 𝑝𝑠𝑦𝑖𝜓 + 𝜀𝑖   (6) 

 

This first stage allows us to predict expectations values. Then, we estimate Equation 7, 

where 𝑒𝑥𝑝𝑒𝑐𝑡𝑎𝑡𝑖𝑜𝑛𝑠𝑖̃  are first stage predicted values. 

 

𝑠𝑡𝑒𝑝𝑠𝑖 = 𝛼0 + 𝛼1𝑒𝑥𝑝𝑒𝑐𝑡𝑎𝑡𝑖𝑜𝑛𝑠𝑖̃ + 𝑋𝑖𝛽 + 𝑀𝑖𝜃 + 𝑄𝑖𝜑 + 𝜇𝑖 (7) 

 

Equation 8 shows the reduced form of the system of equations. Note that using this 

specification we recover the effect of psychological distress on expectations (𝜓), which is 

the indirect effect of psychological distress on mobility, and the direct effect of 

expectations over mobility ( 𝛼1 ). In other words, this model reveals the fraction of 

expectations variance explained by psychological distress that explains mobility.  

 

𝑠𝑡𝑒𝑝𝑠𝑖 = 𝛼0 + 𝛼1(𝛽0 + 𝛽1𝑄𝑖,2010 + 𝑝𝑠𝑦𝑖𝜓 + 𝜀𝑖) + 𝑋𝑖𝛽 + 𝑀𝑖𝜃 + 𝑄𝑖𝜑 + 𝜇𝑖 (8) 

 

Table 7 displays the results from estimating the first stage. Note that subjects with higher 

punctuations in SCL-90’s depression index tend to have more pessimistic expectations, as 

                                                        
12  Note that this is a good proxy variable for expectations window: it resembles individual current 

socioeconomic circumstances, as well as circumstances of other similar to him. 
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found by Moya and Carter (2014). Our results also suggest that individuals that punctuate 

higher in hostility index are more optimistic.  

 

On the other hand, Table 8 summarizes results for the second stage estimation, using 

predicted values for expectations. Note that our results have the expected sign and are 

statistically significant using income quintile transitions, but not wealth quintile transitions 

between 2010 and 2013. What this suggests is that more depressed individuals, who had 

pessimistic beliefs of socioeconomic mobility, actually had a higher likelihood of 

descending in income quintiles between 2010 and 2013.  

 

Table 7. Expectations, expectations window and psychological distress 
 (1) 

VARIABLES Prospects of 

upward mobility 

  

Location today: 1 -0.102 

 (0.102) 

Location today: 2 -0.153*** 

 (0.052) 

Location today: 3 0.019 

 (0.054) 

Location today: 4 -0.022 

 (0.085) 

Depression -0.012* 

 (0.006) 

Anxiety 0.006 

 (0.011) 

Hostility 0.012* 

 (0.007) 

Phobic anxiety 0.002 

 (0.006) 

Constant 0.335 

 (0.420) 

  

Observations 286 

R-squared 0.059 

Standard errors in parentheses. *** p<0.01, ** p<0.05, * p<0.1 

 

 

Table 8. Optimistic expectations and transitions (Two stages probit estimation) 
 Ladder steps 

(Income) 

Ladder steps 

(Wealth index) 

VARIABLES (1) (2) (3) (4) (5) (6) 

       

Up. Expectations (instrumented) 2.287** 2.569* 2.381* 1.367 1.370 0.677 

 (1.158) (1.437) (1.400) (1.120) (1.132) (1.553) 

       

Location today FEa Yes Yes Yes Yes Yes Yes 

Individual variablesb No Yes Yes No Yes Yes 

Municipal variablesc No No Yes No No Yes 
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Observations 286 286 286 286 286 286 

Bootstrapped standard errors in parentheses. *** p<0.01, ** p<0.05, * p<0.1.  

Note: Two steps ordered probit estimation with bootstrapping correction. 

 a) Location today fixed effects allow us to compare individuals in the same socioeconomic situation. That is, 

to identify if more optimistic individuals in a given socioeconomic situation had more probabilities of upward 

mobility than a pessimistic individual in the same socioeconomic situation.  b) Individual characteristics: (i) 

literate, (ii) age, (iii) gender, (iv) household size, (v) Shocks, (vi) beneficiary of Familias en Acción, (vii) 

beneficiary of ICBF program, (viii) ethnic, (xiv) marital status, (x) participation in organizations, (xi) 

education level.  c) Municipal characteristics: (i) Percentage of poor individuals according to the 

multidimensional poverty index, (ii) homicides rate per 100.000 inhabitants.  

 

Figure 3 displays marginal effects after two stages ordered probit estimation, using income 

quintiles transitions. Note that individuals with the most pessimistic prospects of upward 

mobility were 10 percentage points more likely to experienced one step fall between 2010 

and 2013 than optimistic subjects.  

 

 

Figure 3: Probability of 1 quintile downward mobility and prospects of upward mobility 
Note: Marginal effects after two stages ordered probit estimation. Prospects of upward mobility refer to the 

probability an individual assigns to be in a higher step between 2010 and 2013. 

 

4.4. Explanations for the results 

 

Beliefs about future outcomes are important because they determine behavior. Most human 

behavior is goal-directed (Heider, 1958), and depends on what individuals believe is 

possible to achieve with effort (Ajzen, 1991; Duflo, 2012). People would not aspire nor 

intend to reach a goal that is perceived as unattainable. Note that this hypothesis has two 

clear implications: first, people adjust their economic behavior accordingly to their 
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expectations. Second, people increase the chances of fulfilling their beliefs about future 

outcomes through their own behavior.  

 

Our results suggest that expectations of social mobility in rural Colombia eventually are 

fulfilled. Particularly, people with pessimistic prospects of upward mobility were less likely 

to improve their socioeconomic well-being between 2010 and 2013. We hypothesize that 

behavioral changes mediate this effect. 

 

Although we cannot test whether behavioral changes, triggered by expectations, are the 

determinants of different social mobility dynamics in our sample, we can reject some 

alternative explanations. For example, it is possible to believe that poorer individuals are 

less likely to improve their socioeconomic situation than those who have more assets and 

opportunities. We can discard this explanation, given that we include individual, household, 

and municipal control variables, as well as fixed effects for subject’s location in 2010, 

which allow us to compare “comparable” subjects, that is, subjects in the same level of 

wealth but with different prospects of upward mobility.  

 

Another alternative explanation could state expectations are hiding information we cannot 

observe. For instance, an individual may know he will receive an inheritance, given this he 

has optimistic expectations about the future that will fulfill once he receives the inheritance. 

In this case, expectations fulfill not because of behavioral changes (i.e., self-fulfilling 

prophecies), but because people have information we cannot observe using our data. 

Although we cannot discard this hypothesis entirely, we explicitly consider economic 

shocks subjects suffered between 2010 and 2013. Besides, our last estimates show that 

pessimistic expectations, triggered by psychological distress, explain mobility in income 

quintiles, which suggest the effect we are finding is not exclusively result of information 

we cannot observe, but is also explained by individuals’ psychological makeup. 

 

5. Discussion 
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Poor people often behave in ways that perpetuate their poverty, for example, not investing 

even when returns are high (Banerjee & Duflo, 2012). These behaviors could be a result of 

low expectations, which form mental models that lead to ignore some options and 

opportunities. Under this view, low expectations act as additional constrains that limit the 

choice set people take into account at the moment of taking decisions (Bernard et al., 

2014). Low expectations may increase the chances individuals’ socioeconomic situation 

worsens through behavioral-psychological reasons.  

 

To study if subjects’ expectations about social mobility eventually fulfill, we use 

information of 286 individuals in conflict-torn regions of Colombia. This data proceeds 

from the application of a psychometric scale, an instrument to elicit probabilities of social 

mobility, and from a longitudinal survey. These sources of information allowed us to 

measure expectations, psychological distress, and changes in subjects’ wealth and income 

between 2010 and 2013. We also have other socioeconomic and demographic individuals’ 

characteristics that we use as control variables in our econometric analysis. 

 

We find that individuals’ expectations correlate with their probabilities of upward mobility 

in rural Colombia: optimistic individuals were 15 percentage points more likely to improve 

their socioeconomic situation from 2010 to 2013, while those who were pessimistic 

experienced downward mobility with a higher probability. Besides, psychological distress, 

particularly SCL-90’s depression index, correlates with subjects’ expectations. Using a two 

steps probit estimation, we identify that part of the correlation between mobility and an 

expectation is mediated by higher levels of psychological distress. We hypothesize 

behavioral changes explain the relation between expectations and social mobility, yet, the 

data does not allow us to test this hypothesis.  

 

Our results suggest the existence of self-fulfilling prophecies of social mobility in conflict-

torn regions of rural Colombia. These results are consistent with findings from psychology 

and macroeconomics regarding the existence of self-fulfilling prophecies. For instance, 

some evidence reveal inflation expectations eventually fulfill, due to economic agents’ 

behavioral changes (Fuhrer, 2012). In psychology, it has been found that higher 

expectations lead to an increase in performance; for instance, teachers’ expectations affect 
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the actual performance of their students (Rosenthal & Jacobson, 1968). In the same fashion, 

in management, when leaders’ expectations of their followers are raised, they behave in 

ways that cause an increase in their followers’ performance (Eden, 2014). 

 

We continue a novel and challenging research agenda. Future research has to be done to 

identify causal effects, of expectations on social mobility, considering behavioral changes 

triggered by the former. Nonetheless, policy has to take into account recent findings from 

behavioral economics, psychology, and neuroscience to design better strategies to contest 

poverty. These strategies need to take into account the way psychological distress, triggered 

by poverty or exposition to violence, distorts decision making and behavior, and the 

promising solutions that diverse sciences have to offer. For instance, it is possible to nudge 

people towards better decisions changing default options (Thaler & Sustein, 2009), or to 

recover psychological wounds caused by exposition to poverty or violence though low-cost 

interventions (e.g., Blattman, Jamison & Sheridan, 2015). 

 

It is important to note that people living in poverty often face several obstacles like social 

barriers (Fryer, 2006; Munshi & Rosenzweig, 2016), discrimination (Bertrand & 

Mullainathan, 2004; Hoff & Pandey, 2006), and lack of basic services and infrastructure 

(Banerjee & Duflo, 2012, Sachs, 2005) that make it especially difficult for them to contest 

their situation of poverty. Although expectations and aspirations (and psychological 

makeup in general) remain important factors, which could fuel the exit from poverty or 

constitute and additional burden for individuals, optimism could easily become frustration 

if subjects’ efforts are hindered by social injustices and lack of real opportunities. The 

ladder of social mobility should to be there for everybody to climb. 

 

Our findings highlight the importance of subjects’ psychological makeup in development 

economics topics. While, traditionally, social interventions aimed at helping poor people 

have focus on alleviating their budget constrains (e.g., Sachs, 2005) and education and 

physical health impairments (e.g., Miguel & Kremer, 2004), such efforts may not have the 

expected effect due to treated individuals psychological distress. New efforts have to be 

done to ease the cognitive load caused by poverty and stressful situations (e.g., violence in 
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the middle of a civil conflict), targeting feelings of hopelessness and low expectations that, 

eventually, through self-defeating behaviors, may become self-fulfilling prophecies. 
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7. Appendices 

 

Appendix 1: Expected transition matrixes 

 

 

Following Moya and Carter (2014), we estimate two transition matrices to characterize 

expected social mobility from 2010 to 2013 for individuals that actually improved their 

socioeconomic situation and for those who do not. The matrixes define the perceived 

probability of transitioning from ladder step j in 2010 to ladder step k three years ahead 

(Equation A1). Element pjk  is the expected probability an individual at step j in 2010 

perceives that he will be at step k three years ahead. 

 

Pexpectations = [
p11 ⋯ p15

⋮ ⋱ ⋮
p51 ⋯ p55

]                                             (A1) 

 

The transition matrices allowed us to characterize different patterns of social mobility. For 

instance, if each main diagonal element (𝑝𝑗𝑗) equals one, there would be zero expected 

mobility in the economy. The upper triangle of the transition matrix exposes expected 

patters of upward mobility, while the lower triangle displays expected patters of downward 

mobility.  



 34 

 

To estimate each element of the expected transition matrix, we specify a system of five 

equations, one for each future LL step. For instance, the probability individual i assigns to 

being in step 1 in 2013 (Probi (stepi, t+3=1)) would depend on an indicator function that 

takes on the value of 1 if individual i is currently at step j (Pj=11(stepi, t=j)), and on a 

stochastic component (𝜀𝑖) (Equation A2). We estimate an analogue equation for each of the 

other 4 future steps in the LL. 

 

𝑃𝑟𝑜𝑏𝑖(𝑠𝑡𝑒𝑝𝑖,𝑡+3 = 1) = ∑ 𝑃𝑗=11(𝑠𝑡𝑒𝑝𝑖,𝑡 = 𝑗) + 𝑋𝑖𝛽1 + 𝜑 + 𝜀𝑖
5
𝑗=1         (A2) 

 

 

Appendix 2: Support tables 

 

 

 

Table A1: Sample’s percentage living on poverty 

Monthly income (COP) Number Percentage 

<100,000 78 27.27% 

<200,000 159 55.55% 

<515,000 265 92.66% 

Total 286 100% 

Note: Colombian Minimum salary was 515,000 Colombian Pesos (COP) on 2010. People living on less than 

200,000 COP are considered poor, while people living on less than 100,000 are considered living in extreme 

poverty (DANE, 2016) 

 

 

 

 

 

 

 

Table A2. Cronbach’s Alpha for GSI 

Item Sign Item-test correlation Alpha 

Somatization + 0.74 0.87 

Obsession + 0.76 0.87 

Sensitivity + 0.71 0.87 

Depression + 0.77 0.86 

Anxiety + 0.81 0.86 
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Hostility + 0.64 0.88 

Phobic Anxiety + 0.67 0.88 

Paranoid Ideation + 0.61 0.88 

Psychoticism + 0.76 0.88 

Test Scale - - 0.88 

 

 

 

 

 

 

 

 

 

 

 

 

Table A3: Psychological distress, SCL-90-R results. 

Variable Obs. Mean Std. Dev. Min Max 
% Above 

Clinical Cutoff 

       

Somatization 286 55.7 4.9 50 77.5 8,6% 

Obsession 286 53.9 3.9 50 71 2,2% 

Sensitivity 286 52.3 2.9 50 65.6 1,0% 

Depression 286 55.8 4.2 50 75.4 6,3% 

Anxiety 286 52.8 3.1 50 69 1,6% 

Hostility 286 52.4 3.5 50 76.7 1,9% 

Phobic Anxiety 286 52.9 3.9 50 70 2,9% 

Paranoid 286 52.9 3.7 50 70 2,9% 

Psychotic 286 51.7 2.3 50 62 0.0% 

       

GSI* 286 53.7 2.8 50 64.5 - 
Notes: The clinical Cutoff refers to a T-score above 63. GSI=Global Severity Index. 

*Annex 1 presents GSI’s Cronbach’s Alpha 

 

 

 

 

Table A4. Pessimistic expectations and downward mobility 
 Downward mobility (=1) 

(Income) 

Downward mobility (=1) 

(Wealth index) 

VARIABLES (1) (2) (3) (4) (5) (6) 

       

Down. Expectations 0.219*** 0.200*** 0.228*** 0.365*** 0.428*** 0.417*** 

 (0.066) (0.062) (0.063) (0.086) (0.096) (0.098) 

       

Location today FEa Yes Yes Yes Yes Yes Yes 

Individual variablesb No Yes Yes No Yes Yes 
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Municipal variablesc No No Yes No No Yes 

Observations 286 286 286 286 286 286 

Standard errors in parentheses. *** p<0.01, ** p<0.05, * p<0.1.  

Note: marginal effects after probit model estimation by maximum likelihood. 

 a) Location today fixed effects allow us to compare individuals in the same socioeconomic situation. That is, 

to identify if more optimistic individuals in a given socioeconomic situation had more probabilities of upward 

mobility than a pessimistic individual in the same socioeconomic situation.  b) Individual characteristics: (i) 

literate, (ii) age, (iii) gender, (iv) household size, (v) Shocks, (vi) beneficiary of Familias en Acción, (vii) 

beneficiary of ICBF program, (viii) ethnic, (xiv) marital status, (x) participation in organizations, (xi) 

education level.  c) Municipal characteristics: (i) Percentage of poor individuals according to the 

multidimensional poverty index, (ii) homicides rate per 100.000 inhabitants.  

 

 

 

 

 

 

 

Table A5. Tobit estimation - Expectations and steps transitions between 2010 and 2013 

VARIABLES 

Ladder steps 

(Income) 

Ladder steps 

(Wealth index) 

(1) (2) (3) (4) (5) (6) 

       

Up. Expectations 1.810*** 1.781*** 1.806*** 1.655*** 1.750*** 1.724*** 

 (0.220) (0.221) (0.224) (0.215) (0.217) (0.214) 

       

Location today FE* Yes Yes Yes Yes Yes Yes 

Individual variables No Yes Yes No Yes Yes 

Municipal variables No No Yes No No Yes 

       

Observations 286 286 286 286 286 286 

Standard errors in parentheses. *** p<0.01, ** p<0.05, * p<0.1.  

Note: Tobit estimation for truncated variables 

 a) Location today fixed effects allow us to compare individuals in the same socioeconomic situation. That is, 

to identify if more optimistic individuals in a given socioeconomic situation had more probabilities of upward 

mobility than a pessimistic individual in the same socioeconomic situation.  b) Individual characteristics: (i) 

literate, (ii) age, (iii) gender, (iv) household size, (v) Shocks, (vi) beneficiary of Familias en Acción, (vii) 

beneficiary of ICBF program, (viii) ethnic, (xiv) marital status, (x) participation in organizations.  c) 

Municipal characteristics: (i) Percentage of poor individuals according to the multidimensional poverty index, 

(ii) homicides rate per 100.000 inhabitants.  
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Appendix 3: Support figures 

 

 

 

 

 

 

 

Figure A1: Ladder of life 

Source: Moya and Carter (2014). Modified by authors 

LL 1 2 3 4 5 

Housing Don’t have a place to 
live 

Precarious 
housing without 
public services 

 

Basic housing 
with public 
services 

House in good 
conditions 

House in good 
conditions 

Lands Don’t have access to 
lands where to grow 

crops 

Don’t have 
access to lands 
where to grow 

crops 
 

Access to a plot 
of land where 
they cultivate 

crops 

Have lands, 
crops, and 
animals. 

Have lands, 
crops, and 

animals and hire 
laborers 

Income Don’t have jobs or 
sources of income 

Have day to day 
informal jobs 

Employment of 
stable source of 

income 

Stable job or 
small business 

Good job or 
business where 
they have some 

employees 
Schooling Cannot afford to send 

their kids to school 
Cannot afford to 
send their kids to 

school 
 

Children go to 
primary school 

Children go all 
the way to high 

school 

Children finish 
high school 

Consumption Have insufficient 
income to feed 

themselves 

Have some 
money to feed 
themselves but 

lack an 
appropriate diet 

Enough money to 
feed themselves 

Enough money to 
feed themselves 

appropriately 

Enough money 
to feed 

themselves 
appropriately 
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 Figure A2: Probability of 1 quintile upward mobility and prospects of upward 

mobility 
Note: Marginal effects after ordered probit estimation. Prospects of upward mobility refer to the probability 

an individual assigns to be in a higher step between 2010 and 2013. 

 


